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OATH OR AFFIRMATION

I, Joseph Lloyd McAdams, Jr. swear (or affirm) that, to the

best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Syndicated Capital, Inc.

, as of
December 31 s 2003are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprictor, principal officer or director has any proprietary interest in any account classified soley as that of
a customer, except as follows:

p . .
Jogh Ty Ui
Countyof Los Angeiés o - .

Subscribed and sworn (or affirmed)to before me P .
this |44 day of January , 2004 res. c(e'.;\_:

Notary Public - ALEN S. RUBIN
1 Commission # 1271481

: Los Angeles County
- ik 1 4
This report** contains (check all applicable boxes): nl n ;3 &m
(a) Facing page.
(b) Statement of Financial Condition.
(¢) Statement of Income (Loss)
(d) Statement of Changes in ¥inam

gy Cash Flows

(¢) Statement of Changes in Stockholdcrs Eqmty or Partners’ or Sole Proprietor’s Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3. ‘

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-
solidation.

() An Oath or Afﬁrmanon
(m) A"éopy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the p;evious aundit.

DO O DRHNRORRKKEK

**Lor condigi‘! s of «confidential treatment of certain portions of this filing, see section 240.17a-5(e}(3).
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AN ACCOUNTANCY CORPORATION |

Independent Auditor’s Report

Board of Directors
Syndicated Capital, Inc.

I have audited the accompanying statement of financial condition of Syndicated Capital, Inc. as of
December 31, 2003 and the related statements of income, changes in stockholder's equity, changes
in liabilities subordinated to claims of general creditors and cash flows for the year then ended that
you are filing pursuant to rule 17a-5 under the Securities Exchange Act of 1934. These financial
statements are the responsibility of the Company's management. My responsibility is to express an
opinion on these statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepted in the United States
of America. Those standards require that I plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. I beheve
that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statement referred to above present fairly, in all material respects, the
financial position of Syndicated Capital, Inc. as of December 31, 2003 and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

My examination was made for the purpose of forming an opinion on the basic financial statements
taken as a whole. The information contained on Schedules I-III are presented for purposes of
additional analysis and is not required as part of the basic financial statements, but as supplementary
information required by rule 17a-5 of the Securities and Exchange Act of 1934. Such information
has been subject to the auditing procedures applied in the examination of the basic ﬁnanmal
statements and, in my opinion, is fairly stated in all material respects in relation to the basic financial
statements taken as a whole and in conformity with the rules of the Securities and Exchange
Commission.

Q':—MQ

Kevin G. Breard
Certified Public Accountant

Northridge, California
January 30, 2004

NORTHRIDGE OFFICE PLAZA
9010 CORBIN AVENUE, SUITE 7
NORTHRIDGE, CALIFORNIA 91324
(818) 886-0940 - FAX (818) 886-1924
BreardCPA®@aol.com




Syndicated Capital, Inc.
Statement of Financial Condition

Cash and cash equivalents
Receivable from clearing firms
Direct commissions receivable
Deposits with clearing organizations
Receivable from non-customers
Marketable securities, at market value
Securities, not readily marketable
Furniture & equipment, net $5,349 of
accumulated depreciation
Prepaid expenses
Prepaid taxes

Total assets

Liabilities and Stockholder's Equity

December 31, 2003

Assets

Liabilities

Accounts payable and accrued expenses

Commissions payable
Payable to clearing firm
Margin payable

Income taxes payable

Loan payable - related party

Subordinated note payable, including interest payable

Total liabilities
Stockholder's equity

Common stock, $1 par value, 200,000

shares authorized,

112,000 shares issued, and outstanding

Additional paid-in capital
Retained earnings

Total stockholder's equity

Total liabilities and stockholder's equity

$ 773278

288,083

95,220 -
288,876
208,051 -

923,692

221

10,464

33,618

711

$ 2622214

$ 3711
311,808

90,742

804,128

300
425,000

371.800

2,007,579

112,000
25,000
477.635

614.635

$ 2622214

The accompanying notes are an integral part of these financial statements.
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Syndicated Capital, Inc.

For the year ended December 31, 2003

Revenue

Commissions

Interest and dividend income
Other income

Unrealized gains (losses)
Realized gains (losses)

Total revenue

Expenses

Advertising

Employee compensation and benefits
Commissions and trading fees
Communications

Occupancy and equipment rental
Interest

Taxes, other than income taxes
Other operating expenses

Total expenses
Income before taxes
Income tax provision

Net income

Statement of Income

$ 4,192,187
66,049
204,402
(281,091)

(130.,588)

4,050,959

12,501
239,175
3,550,595

- 19,984
42,426
32,056
18,497
101,615

4,016.849

34,110

2,159

$ 31.951

The accompanying notes are an integral part of these financial statements.
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Syndicated Capital, Inc.
Statement of Changes in Stockholder's Equity
For the year ended December 31, 2003

Additional
Common Paid-in Retained

Stock Capital Earnings Total

Balance on January 1, 2003 $ 87,000 § 50,000 § 445,684 $ 582,684

Reclassification 25,000 (25,000) - -

Net income — — 31,951 31,951

Balance on December 31,2003 $§ 112,000 $ 25000 $ 477.635 $ 614.635

The accompanying notes are an integral part of these financial statements.
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Syndicated Capital, Inc.
Statement of Changes in Liabilities Subordinated
to the Claims of General Creditors
For the Year Ended December 31, 2003

Subordinated Subordinated Total

Loan Interest ~ Subordinated

Payable Payable debt
Balance at January 1, 2003 $ 330,000 § 15,400 §$ 345,400
Additions (Reductions) - 26.400 26,400
Balance at December 31, 2003 $ 330000 $ 41800 § 371.800

The accompanying notes are an integral part of these financial statements.
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Syndicated Capital, Inc.
Statement of Cash Flows
For the year ended December 31, 2003

Cash flows from operating activities:

Net income $ 31,951
Adjustments to reconcile net income to net cash

provided by operating activities:

Depreciation $ 2,688
Valuation of marketable securities to market 281,091
(Gain) loss on sale of securities 253,555
(Increase) decrease in:
Receivable from clearing firm (179,172)
Deposits with clearing organizations (88,261)
Commissions receivable (95,220)
Prepaid expenses (6,413)
Receivable from non-customers (57,973)
Prepaid taxes 489
(Decrease) increase in:
Accounts payable and accrued expenses 1,666
Commissions payable 90,742
Payable to brokers and dealers 147,722
Income taxes payable 300
Subordinated interest payable 26.400
Total adjustments 377.614

Net cash and cash equivalents provided by operating activities 409,565
Cash flows from investing activities:

Proceeds from sale of marketable securities 77,951,225
Purchase of marketable securities (78,499,145)
Expired warrants 2,200
Purchase of equipment (4.745)

Net cash and cash equivalents used in investing activities (550,465)
Cash flows from financing activities:
Proceeds from margin payable 558,408
Proceeds from loan from related party 350,000

Net cash and cash equivalents provided by financing activities __ 908.408
Net increase in cash and cash and cash equivalents 767,508
Cash and cash equivalents at beginning of year 5,770
Cash and cash equivalents at end of year $ 773278

Supplemental disclosure of cash flow information:

Cash paid during the year for
Income taxes $ 2,159
Interest $ 32,056

The accompanying notes are an integral part of these financial statements.
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Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Syndicated Capital, Inc. ( the "Company") is registered with the Securities and Exchange
Commission as an introducing broker-dealer of securities that does not receive funds. The
Company is a registered broker-dealer in securities under the Securities and Exchange Act of
1934 and is a member of the National Association of Securities Dealers, Inc. (“NASD™), the
Securities Investor Protection Corporation (“SIPC”) and the Municipal Securities Rulemaking
Board (“MSRB”).

The Company primarily earns commissions through the sale of equities and mutual funds. The
Company has about 1,000 clients located through out the United States. No one client comprises
a significant revenue source.

The Company helps distribute a mutual fund for which the investment advisory firm (See Note 9)
is an investment advisor.

Summary of Significant Accounting Policies

The presentation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.

Securities transactions are recorded on a settlement date basis with the related commission
revenues and expenses also recorded on a settlement date basis, except for propriety investment
transactions, which are recorded on a trade date basis.

Marketable securities owned by the Company are accounted for at market value, with market
value based on current published market prices. The resulting difference between cost and
market (or fair value) is included in income.

The Company, with the consent of its Stockholder, has elected to be an S Corporation and

‘accordingly has its income taxed under Section 1362 of the Internal Revenue Code, which
provides that in lieu of corporate income taxes, the Stockholder is taxed on the Company's
taxable income.




Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 1: GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Therefore, no provision or liability for Federal Income Taxes is included in these financial
statements. The State of California has similar regulations, although there exists a provision for
a minimum Franchise Tax and a tax rate of 1.5% over the minimum Franchise Fee of $800.

For purposes of statements of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents.

Commissions receivables are stated at face amount with no allowance for doubtful accounts. An
allowance for doubtful accounts is not considered necessary because probable uncollectible
accounts are immaterial.

Adpvertising cost are expensed as incurred.

The Company has elected to report the statement of changes in stockholder's equity without
disclosing the accumulated adjustment account and other equity accounts pertinent to an S
Corporation. There is no financial impact to these financial statements.

Note 2: DEPOSITS WITH CLEARING ORGANIZATIONS

The Company has entered into a clearing agreement with Pershing, LLC, a BNY Securities
Group Co., who carries the accounts of the customers of the Company. A condition of this
agreement is that the Company establish a deposit account with Pershing, having a market value
of at least $100,000. The Company has deposited $100,796 as security for its transactions with
them for the year ended December 31, 2003. The Company also maintains other cash and money
market accounts at the clearing organization.

The Company entered into a similar agreement with Wedbush Morgan Securities, whereby the
Company is required to maintain a deposit with them having a market value of at least $100,000.
The Company has deposited $188,080 as security for its transactions with them for the year
ended December 31, 2003. Interest is paid monthly on the deposit at the average overnight
repurchase agreement rate.




Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 3: RECEIVABLE FROM NON-CUSTOMERS

Amounts consist of various receivables from current and former brokers and a related party,
which are unsecured, non-interest bearing and due on demand.

The majority of the balance is due to a promissory note between a current broker and the

Company dated November 1, 2003 payable on or before December 31, 2004. The balance of the
promissory note at December 31, 2003 is $109,435.

Note 4: SECURITIES, AT MARKET VALUE

Securities, at market value consisted of the following at quoted market values:

Corporate stocks $ 804,128
NASD stock 37,800
Mutual funds 81.764

Total $ 923692

Note S: SECURITIES, NOT READILY MARKETABLE

Securities, not readily marketable consists of an investment in fractional shares of Depository
Trust & Clearing Corporation (DTCC) common stock. The Company is carrying these stocks at
cost of $221.

Note 6: EQUIPMENT

Equipment as of December 31, 2003 consisted of the following:
Life in vears Method

Equipment $ 15,813 5 Straight-line
Less accumulated depreciation (5.349)
$ 10,464

Depreciation expense for the year ended December 31, 2003 is $2,688.




Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 7: SUBORDINATED LOAN AGREEMENT
The borrowings under subordination loan agreements at December 31, 2003 are listed as follows:

Liabilities subordinated to the claims of general creditors:

Interest at 8% due June 30, 2004 $ 330,000
Accumulated subordinated interest payable 41.800
Total subordinated debt $ 371.800

The subordinated borrowings are covered by agreements approved by the National Association of
Security Dealers, Inc. and are thus available in computing net capital under the Securities and
Exchange Commission’s uniform net capital rule. To the extent that such borrowings are
required for the Company’s continued compliance with minimum net capital requirements, they
may not be repaid.

Note 8: INCOME TAXES

As discussed in the Summary of Significant Accounting Policies (Note 1), the Company has
elected the S Corporate tax status, therefore no federal income tax provision is provided.

The tax provision at December 31, 2003 consisted of the following:

California $ 800
Tennessee 759
New York 600
Total income tax provision $ 2.159

Note 9: RELATED PARTY TRANSACTIONS

The Company shares facilities and staff with an investment advisory firm whose chairman is the
Company's president and sole stockholder. The Company receives less than 1% of its revenue
from this investment advisory firm

For the year ended December 31, 2003, the Company paid the investment advisory firm the
following:

Occupancy and equipment rental $ 36,450
Other operating expenses 5.976
Total $ 42426




Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 10: LOAN TO SHAREHOLDER

At December 31, 2003 the Company owed its shareholder $425,000. This payable is non-interest
and due on demand.

Note 11: COMMITMENTS AND CONTINGENCIES

In June of 2000, the Company entered into an operating agreement with AJF Financial, Inc.
(AJF), whereby AJF became an Office of Supervisory Jurisdiction (OSJ) of the Company. AJF
Financial is 100% owned by a registered broker, Andrew J. Friedman. According to the
agreement, after one year, Andrew J. Friedman may be offered an option to purchase 10% of the
outstanding Company’s stock as of June 2000, within a five year period, for $25,000.

As of December 31, 2003, Andrew J. Friedman has waived his right to purchase this option.

Note 12: RECENTLY ISSUED ACCOUNTING STANDARDS

In January 2003, the FASB issued Interpretation 46, Consolidation of Variable Interest Entities.
In general, a variable interest entity is a corporation, partnership, trust, or any legal structure used
for business purposes that either (a) does not have interest entity investors with voting rights or
(b) has equity investors that do not provide sufficient financial resources for the entity to support
its activities. Interpretation 46 requires a variable interest entity to be consolidated by a company
if that company is subject to a majority of the risk of loss from the variable interest entity’s
activities or entitled to receive a majority of the entity’s residual returns or both. The
consolidation requirements of Interpretation 46 apply immediately to variable interest entities
created after January 31, 2003. The consolidation requirements apply to transactions entered into
prior to February 1, 2003 in the first fiscal year or interim period beginning after June 15, 2003.
Certain of the disclosure requirements apply in all financial statements issued after January 31,
2003, regardless of when the variable interest entity was established. The adoption of the
Interpretation on July 1, 2003 did not have a material impact on the Company’s financial
statements.

In April 2003, the FASB issued SFAS 149, Amendment of Statement 133 on Derivative
Instruments and Hedging Activities, which amends and clarifies accounting for derivative
instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities under SFAS 133. The Statement is effective for contracts entered into or
modified after June 30, 2003. The adoption of this Statement did not have a material impact on
the Company’s financial statements.
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Syndicated Capital, Inc.
Notes to Financial Statements
December 31, 2003

Note 12: RECENTLY ISSUED ACCOUNTING STANDARDS
(Continued)

In May 2003, The FASB issued SFAS 150, Accounting for Certain Financial Instruments with
Characteristic of both Liabilities and Equity. The Statement establishes standards for how an
issuer classifies and measures certain financial instruments with characteristics of both liabilities
and equity. It requires that an issuer clarify a financial instrument that is within its scope as a
liability (or an asset in some circumstances). It is effective for financial instruments entered into
or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim
period beginning after June 15, 2003. The adoption of this Statement did not have a material
impact on the Company’s financial statements.

Note 13: NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(SEC rule 15¢3-1), which requires the maintenance of minimum net capital and requires that the
ratio of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. Net
capital and aggregate indebtedness change day to day, but on December 31, 2003, the Company
had net capital of $479,253, which was $379,253 in excess of its required net capital of
$100,000; and the Company's ratio of aggregate indebtedness ($831,651) to net capital was 1.74
to 1, which is less than the 15 to 1 maximum ratio required of a broker/dealer.
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Syndicated Capital, Inc.
Schedule I - Computation of Net Capital Requirements
Pursuant to Rule 15¢3-1

As of December 31, 2003
Computation of net capital
Stockholder's equity
Common stock $ 112,000
Additional paid-in capital 25,000
Retained earnings 477.635
Total stockholder's equity $ 614,635
Add: Liabilities subordinated to the claims of general creditors
Subordinated loan 330,000
Subordinated interest payable 41.800
Total allowable subordinated liabilities 371.800
Total stockholder’s equity and
allowable subordinated liabilities 986,435
Less: Non-allowable assets
Commissions receivable, greater than 30 days (11,087)
Receivable from non-customers (208,051)
Furniture & equipment, net (10,464)
Securities, not readily marketable (221)
Prepaid expenses (33,618)
Prepaid taxes (711)
Total non-allowable assets (264.152)
Net capital before haircuts 722,283
Less: Haircuts and undue concentration
Haircuts on marketable securities (126,289)
Haircuts on mutual funds (7,359)
Haircuts on money markets (7,917)
Undue concentration (101.465)
Total haircuts and undue concentration (243.030)
Net capital 479,253

Computation of net capital requirements
Minimum net capital requirements

6 2/3 percent of net aggregate indebtedness $ 55,443
Minimum dollar net capital required 100,000
Net capital required (greater of above) (100.000)
Excess net capital $ 379,253
Ratio of aggregate indebtedness to net capital 1.74:1

There was a $3 rounding difference between net capital shown here and net capital as reported on
the Company's unaudited Form X-17A-5 report dated December 31, 2003.

See independent auditor’s report.
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Syndicated Capital, Inc.

Schedule II - Computation for Determination of Reserve Requirements
Pursuant to Rule 15¢3-3
As of December 31, 2003

A computation of reserve requirement is not applicable to Syndicated Capital, Inc. as the
Company qualifies for exemption under Rule 15¢3-3 (k)(2)(ii).

See independent auditor's report.
-13-




Syndicated Capital, Inc.
Schedule I1I - Information Relating to Possession or Control
Requirements Under Rule 15¢3-3
As of December 31, 2003

Information relating to possession.or control requirements is not applicable to Syndicated
Capital, Inc. as the Company qualifies for exemption under Rule 15¢3-3 (k)(2)(i1).

See independent auditor's report.
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Syndicated Capital, Inc.
Supplementary Accountant's Report
on Internal Accounting Control
Report Pursuant to 17a-5

For the Year Ended December 31, 2003




AU AN LI R A R L IR A
AN ACCOUNTANCY CORPORATION

Board of Directors
Syndicated Capital, Inc.

In planning and performing my audit of the financial statements and supplemental schedules of
Syndicated Capital, Inc. for the year ended December 31, 2003, I considered its internal control
structure, for the purpose for safeguarding securities, in order to determine my auditing
procedures for the purpose of expressing my opinion on the financial statements and not to
provide assurance on the internal control structure.

Also, as required by rule 17a-5(g)(1) of the Securities and Exchange Commission, I have made a
study of the practices and procedures followed by Syndicated Capital, Inc. including tests of such
practices and procedures that I considered relevant to objectives stated in rule 17a-5(g), in
making the periodic computations of aggregate indebtedness (or aggregate debits) and net capital
under rule 17a-3(a)(11) and for determining compliance with the exemptive provisions of rule
15¢3-3. Because the Company does not carry security accounts for customers or perform
custodial functions relating to customer securities, I did not review the practices and procedures
followed by the Company in any of the following:

1. Making the quarterly securities examinations, counts, verifications and
comparisons

2. Recordation of differences required by rule 17a-13

3. Complying with the requirements for prompt payment for securities under Section

8 of Federal Reserve Regulation T of the Board of Governors of the Federal
Reserve System

The management of the Company is responsible for establishing and maintaining internal control
structure and the practice and procedures referred to in the preceding paragraph. In fulfilling this
responsibility, estimates and judgements by management are required to assess the expected
benefits and related costs of internal control structure policies and procedures and of the practices
and procedures referred to in the proceeding paragraph and to assess whether those practices and
procedures can be expected to achieve the Commission's above mentioned objectives. Two of
the objectives of an internal control structure and the practices and procedures are to provide
management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition and that
transactions are executed in accordance with management'’s authorization and recorded properly
to permit preparation of financial statements in conformity with generally accepted accounting
principles. Rule 17-5(g) lists additional objectives of the practices and procedures listed in the
preceding paragraph.

l
NORTHRIDGE OFFICE PLAZA
9010 CORBIN AVENUE, SUITE 7
NORTHRIDGE, CALIFORNIA 91324
(818) 886-0940 « FAX (818) 886-1924
BreardCPA®@aol.com




Because of inherit limitations in any internal control structure or the practices and procedures
referred to above, errors or irregularities may occur and not be detected. Also, projection of any
evaluation of them to future periods is subject to the risk they may become inadequate because of
changes in conditions or that the effectiveness of their design and operation may deteriorate.

My consideration of the internal control structure would not necessarily disclose all matters in the
internal control that might be material weaknesses under standards established by the American
Institute of Certified Public Accountants. A material weakness is a condition in which design or
operation of the specific internal control structure elements does not reduce to a relatively low
level the risk that errors or irregularities in amounts that would be material in relation to the
financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. However, I noted no
matters involving the internal control structure, including procedures for safeguarding securities,
that I considered to be material weakness as defined above.

I understand that practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its purpose
in accordance with the Securities Exchange Act of 1934 and related regulations, and that
practices and procedures that do not accomplish such objectives in all material respects indicate
material inadequacy for such purposes. Based on this understanding on my study, I believe that
the Company's practices and procedures were adequate at December 31, 2003 to meet the
Commission's objectives.

This report is intended solely for the use of management, the Securities and Exchange
Commission, and other regulatory agencies which rely on rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.

/——————@ﬁ—\\ﬁ

Kevin G. Breard
Certified Public Accountant

Northridge, California
January 30, 2004
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